DEPARTMENT OF THE ARMY
UNITED STATES ARMY LEGAL SERVICES AGENCY
901 NORTH STUART STREET
ARLINGTON, VIRGINIA 22203-1837

January 28, 2010

REPLY TO
ATTENTION OF

Regulatory Law Office
U 4190

VIA ELECTRONIC FILING (1/28/10) & OVERNIGHT MAIL
Commission Executive Director and Secretary

Washington Utilities & Transportation Commission
P.O. Box 47250

1300 S. Evergreen Park Drive S.W,

Olympia, WA 98504-7250

Subject: DoD/FEA’s Supplemental Testimony in Support of Setilement by Charles W, King

In Re: Docket No. UT-090842 — Joint Application of Verizon Communications Inc.
and Frontier Communications Corporation for an Order Declining to Assert
Jurisdiction Over, or, in the Alternative, Approvmg the Indirect Transfer of
Control of Verizon Northwest Inc.

To The Honorable Commission Executive Secretary:

Enclosed for filing in the above-captioned proceeding are the hard copy original and
fifteen (15) copies of the Supplemental Testimony in Support of Settlement by Charles W, King
of the United States Department of Defense and All Other Federal Executive Agencies
(collectively referred to herein as “DoD/FEA™). A Certificate of Service is appended to this
filing,

Copies of this document are being sent in accord with the Certificate of Service.
Inquiries to this office regarding this proceeding should be directed to the undersigned at
(703) 696-1643,

Thank you for your cooperation and assistance in this matter.

Stephen S. Melnikoff
General Attorney
Regulatory Law Office (JALS-RL)
U.S. Army Litigation Center
901 N. Stuart Street, Suite 700
Arlington, Virginia 22203-1837
Telephone: (703) 696 — 1643
Enclosure: Fifteen (15) Copies stephen.melnikoffi@hqda.army. mil
CF: See Certificate of Service
Honorable Patricia Clark (Email on 1/28/10)
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I certify that I have caused a copy of the foregoing document, together with this

Certificate of Service, in Docket No. UT-090842 to be sent this day by electronic service

(email) and postage prepaid, properly addressed, first class U.S. Mail (or private courier)

to the counsel and parties named below, as indicated:

Commission Executive Director
and Secretary

Washington Utilities &
Transportation Commission

P.O. Box 47250

1300 S. Evergreen Park Drive S W

Olympia, WA 98504-7250
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records@wutc.wa.gov

Gregory M. Romano
Verizon Northwest Inc.
1800 41 St., WA0105GC

Everett, WA 98201
gregory.m.romano(iverizon.com

Jonathan C. Thompson

Office of Attorney General

1400 S. Evergreen Park Drive 8 W
P.0. Box 40128

Olympia, WA 98504-0128
jthompso@utc.wa.gov

Simon ffitch

Sarah Shifley

Public Counsel Section
Office of Attorney General
800 Fifth Avenue, Suite 2000
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Kevin Saville

2378 Wilshire Blvd.

Mound, MN 55364
kevin.saville@frontiercorp.com

Gregory J. Kopta

Davis Wright Tremaine LLP
1201 Third Avenue, Suite 2200
Seattle, Washington 98101-3045
gregkopta@dwt.com

Brooks E. Harlow

David L. Rice

Miller Nash LLP

601 Union Street, Suite 4400
Seattle, WA 98101

brooks.harlow@millernash.com
david rice@millemash.com

Mary Harper

Stefanie Johnson

Carol Williams

Public Counsel Section
Office of Attorney General
800 Fifth Avenue, Suite 2000
Seattle, WA 98104-3188

stefaniej@atg. wa.gov
carolw(@atg.wa.gov

marvh2@ate. wa.gov

Dennis Ahlers

Integra Telecom, Inc,

6160 Golden Hills Drive
Golden Valley, MN 55416-1020
ddahlers@integratelecom.com

Gregory L. Rogers

Level 3 Communications, LLC
1025 Eldorado Blvd.
Broomfield, CO 80021
Greg.Rogers@level3.com

Charles L. Best

1631 NE Broadway, #538
Portland, OR 97232-1425
chuck@charieslbest.com

Mark P. Trinchero

Davis Wright Tremaine LLP

1300 SW Fifth Avenue, Suite 2300
Portland, OR 97201

marktrinchero@dwt.com

Lisa Rackner

McDowell & Rackner PC
520 6th Avenue, Suite 830
Portland, Oregon 97204
lisa@mcd-law.com

Milt H. Doumit

Verizon Communications Inc.
410 11" Avenue SE, Suite 103
Olympia, WA 98501

milt.h.doumit@verizon.com

Ken Mason

Frontier Communications Corp.
180 South Clinton Ave., 5 Floor
Rochester, NY 14646
ken.mason@frontiercorp.com

Rex Knowles

X0 Communications, Inc.

7050 Union Park Ave., Suite 400
Midvale, UT 84047
rex.knowles@xo.com

Scott J. Rubin

333 Qak Lane

Bloomsburg, PA 17815-2036
scott.}.rubin@gmail.com




Katherine K. Mudge

Director, State Affairs & ILEC Relations
Covad Communications Company

7000 N. Mopac Expressway, 2nd Fl.
Austin, Texas 78731
kmudge@covad.com

Lyndall Nipps

Vice President, Regulatory Affairs
tw telecom of washington, llc

845 Camino Sur

Palm Springs, CA 92262-6275
Lyndall Nipps@twtelecom.com

William A. Haas

Vice President Regulatory and Public Policy

PAETEC Communications
1 Martha’s Way

Cedar Rapids, IA 52233
bill.haas@paetec.com

Dated this 28th day of January 2010,
at Arlington County, Virginia.

(8/21/09)

Ron Main, Executive Director
BCAW

216 First Avenue South,

Suite 260

Seattle, WA 98104
Rmain@broadbandwashington.org

Andrew D. Fisher

Comcast Cable Communications, LLC

One Comcast Center,

50th Floor

Philadelphia, PA 19103
Andrew_Fisher@Comcast.com

Michel Singer-Nelson
360networks (USA) inc
867 Coal Creek Circle,
Suite 160

Louisville, CO 80027
Mnelson@360.net
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Stephen S. Melnikoff '
General Attorney

Regulatory Law Office (JALS-RL)
U.S. Army Legal Services Agency
Department of the Army

901 N. Stuart Street, Suite
Arlington, VA 22203-1837

(703) 696 — 1643
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)
VERIZON COMMUNICATIONS, ) Docket UT-090842
INC. AND FRONTIER )
COMMUNICATIONS )
CORPORATION )
)
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Jurisdiction Over, or, in the Alternative, )
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SUPPLEMENTAL TESTIMONY
IN SUPPORT OF SETTLEMENT
By

CHARLES W, KING

On Behalf of
THE UNITED STATES DEPARTMENT OF DEFENSE
And
ALL OTHER FEDERAL EXECUTIVE AGENCIES

January 28, 2010
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SUPPLEMENTAL TESTIMONY IN SUPPORT OF SETTLEMENT
CHARLES W. KING

PLEASE STATE YOUR NAME, POSITION AND BUSINESS ADDRESS.

My name is Charles W. King. I am President of the economic consulting firm of
Snavely King Majoros O'Connor & Bedell, Inc. ("Snavely King"). My business

address is 1111 14™ Street, N.W., Suite 300, Washington, D.C. 20005.

ARE YOU THE SAME CHARLES W. KING WHO FILED RESPONSIVE
TESTIMONY IN THIS CASE ON BEHALF OF THE U.S. DEPARTMENT
OF DEFENSE AND ALL OTHER EXECUTIVE AGENCIES ON

NOVEMBER 3, 2009?
Yes. T am.

DOES THAT TESTIMONY CONTAIN A DESCRIPTION OF YOUR

QUALIFICATIONS?

Yes. Attachment A to that testimony is a brief summary of my experience and
qualifications. Attachment B is a 15 page listing of my appearances before state
and federal regulatory agencies, including the Washington Ultilities and

Transportation Commission.

WHAT 1S THE OBJECTIVE OF THIS SUPPLEMENTAL TESTIMONY?
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SUPPLEMENTAL TESTIMONY IN SUPPORT OF SETTLEMENT

CHARLES W. KING

The objective of this testimony is to introduce, support and comment upon the
settlement between the U.S. Department of Defense and All Other Executive

Agencies (“DoD/FEA”), Frontier Communications Corporation (“Frontier”} and

Verizon Communications Inc. (“Verizon™).

WOULD YOU PLEASE DESCRIBE THE SETTLEMENT?

Yes. The full DoD/FEA-Frontier-Verizon (“DoD/FEA”) Settlement agreement is
filed as a separate exhibit in this proceeding. The operative paragraphs of the

agreement, found in its Attachment 1, are the following:

Retail Service Quality:

1. For a three (3) year period afier the close of the transaction, within thirty (30)
days following the end of each quarter, Frontier NW' will file with the
Commission and Staff a quarterly report card of the averaged quarterly results for
the retail service quality metrics (a) through (f) identified in paragraph 20 of the
pending Staff-Verizon-Frontier Agreement filed December 24, 2009. Frontier
NW will make such quarterly report cards publicly available through Frontier’s
Internet website. The quarterly report cards may be utilized by the Commission
or Staff at its discretion. Within sixty (60) days of the filing, for any quarterly
metrics that are missed by Frontier NW, Frontier NW will provide to the
Commission and Staff a plan that identifies the specific steps to be taken by
Frontier NW to address the missed metrics. That plan shall include a budget for
the remedial actions to be taken, and Frontier will commit to make the
expenditures forecast in that budget and will not use the budgeted funds for any
other purpose. The funding and expenditures will then be tracked monthly in sub-
accounts of Frontier NW until the missed metrics are satisfactorily met in a
subsequent quarter. Fronmtier shall not seek to defer any of the remediation
expenses for recovery in future rate cases. Should the metrics not be met in a
following quarter, Frontier NW shall reassess the reasons for failure and develop
and submit a new remedial plan and budget commitment as provided above.

! Frontier Communications Corporation will rename Verizon Northwest Inc. as Frontier Northwest Inc.
after the closing of the proposed transaction, Throughout this document Frontier NW refers to the renamed
Verizon Northwest Inc. after closing of the propaesed transaction.
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SUPPLEMENTAL TESTIMONY IN SUPPORT OF SETTLEMENT
CHARLES W.KING

Retail Service Rates:

2. For a minimum period of three (3) years after the close of the transaction,
Frontier NW shall cap the rates for Retail Flat and Measured Rate Business
Services (1FB and 1MB), and PBX, Centrex, and interstate and intrastate special
access services, at their levels in effect at the close of the transaction. Frontier
NW may petition the Commission to seek recovery from the impact of exogenous
events that materially impact the operations of the Verizon NW transferred
exchanges, including but not limited to, orders of the Federal Communications
Commission ("FCC") and this Commission (such as a generic intrastate access
proceeding); DoD/FEA may file to participate in the Commission’s consideration
of such a petition by Frontier.

WHAT ARE THE OBJECTIVES OF THE FIRST PARAGRAPH?

The first paragraph has three objectives. The first is to require Frontier to provide
quarterly reports of its service quality metrics, as opposed to the annual reports
called for in the Staff-Verizon-Frontier {“Staff”) Settlement. It could be argued
that annual reports might not provide a timely enough alert as to whether Frontier
is achieving its promised level of high service quality. Effectively, the
Commission and Frontier’s customers must wait a full year before the evidence of
any service quality problem comes to light. DoD/FEA believes that this might be
too long a delay before ameliorative action can be taken. Frontier has agreed to
issue quarterly reports and to make them public. In order not to complicate
further the Commission’s and Frontier’s service quality measurements, the first
paragraph cites the standards in paragraph 20 of the Staff’s settlement. Even if
that settlement is subsequently altered, those standards are incorporated by
reference into this DoD/FEA settlement.

The second objective is to ensure that Frontier develops and implements a clearly

specified plan to resolve any service inadequacies, complete with a committed
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SUPPLEMENTAL TESTIMONY IN SUPPORT OF SETTLEMENT

CHARLES W. KING

detailed budget. This provision will ensure a more focused response by Frontier
to any service performance issues.

The third objective is to ensure that there are funds set aside to implement

Frontier’s plan to resolve any service issues that may arise. The paragraph

requires an in- place Frontier process to ensure the tracking of the funding and

‘expenditures on a monthly basis until the problems are resolved. This provision

will prevent any diversion of the designated funds to other uses, such as to
dividends to the parent company.

WHAT IS THE OBJECTIVE OF THE SECOND PARAGRAPH?

The objective of the second paragraph is to expand the three-year rate cap from
residential basic service to the basic services used by business customers such as
the diverse range of offices and installations of DoD/FEA. If only residential
rates are capped, then Frontier will likely seek to resolve any perceived revenue
inadequacies by increasing business service rates. This provision ensures that
during a 3-year transition period business customers receive the same stability and
protection from rate increases that residential customers would enjoy.

IS THIS SETTLEMENT IN THE PUBLIC INTEREST?

Yes. The enhanced service quality reporting and resolution will benefit all
Frontier customers. The expanded rate cap will benefit all business and
institutional customers, including the governments of the state of Washington and
of all counties and municipalities in Frontier’s service territory.

The agreement was the product of “gives” and “takes” of the negotiation process.

E

Generally, the overall results add certainty and protections building on the
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significant foundation of the Staff Settlement and resolve all issues raised by
DoD/FEA in this proceeding. This settlement is in the public interest and should
be approved.
Not to approve the settlement would effectively require Verizon to continue to
operate in a state it wishes to exit and serve customers it would prefer not to have.
While there are legitimate risks in transferring Verizon’s service territory to
Frontier, that company appears eager to expand the scope of services offered in
Washington, particularly high-speed Internet service. With its experience in
providing rurafly oriented local exchange carrier services and the safeguard
conditions of the Staff, DoD/FEA and other (wholesaler market) Settlements, I
believe, on balance, approval of the Verizon-Frontier transaction in Washington is
in the public interest.

DOES THIS CONCLUDE YOUR SUPPLEMENTAL TESTIMONY?

Yes. It does.



